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method and apparatus involves the generation of a 
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(57) Abstract: A method and apparatus for providing trade financing to inventory 
suppliers, manufacturers, or both, on the basis of a zero inventory model. The 
method and apparatus involves the generation of a security on the basis of inventory 
ownership combined with either or both of a purchase guarantee from an inventory 
purchaser and an assignment of accounts receivable by an inventory supplier. The 
invention also involves an integrated supply chain process and event notification 
interface that can perfoim financial transactions and electronic proof of deliveiy 
in support of such zero inventory model financing. 
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METHOD AND APPARATUS FOR MANAGEMENT, FINANCING AND 
SUPPLY IN AN INTEGRATED SUPPLY CHAIN SYSTEM 

FIELD OF THE INVENTION 

[01] The present invention relates to a method and apparatus for providing 

trade financing to inventory suppliers, manufacturers, or both, within an integrated 
supply chain system. The present invention further relates to a process and event 
notification interface that can perform financial transactions and electronic proof of 
delivery. 

BACKGROUND OF THE INVENTION 

[02] The introduction of supply chain management (SCM) has 

revolutionized the ability of businesses to control and regulate the flow of inventory 
and to smooth the flow of inventory fcom inventory suppUers to manufacturers. 
Optimization of financial performance is possible since SCM can reduce inventory 
stock levels to the minimum that is then required for the manufacturer. In achieving 
such optimization, valuable capital can be fi-eed up for the operation of the business, 
instead of being tied up to buffer excessive inventory levels. Integration into SCM of 
various operational and physical aspects of a business is a key to achieving the best 
managed flow of inventory, while at the same time minimizing the financial impact of 
holding inventory for the business. 

[03] However, one of the key problems encountered in SCM is the multi- 

tier process of successive ownership transfer fi-om one inventory supplier to another, 
whether or not additional value is added. Even though the inventory eventually ends 
up with the manufacturer, it is accompanied by a rather higji mark-up on top of the 
original value of the inventory plus value added, due to such a multi-tier ownership 
process. 

[04] Despite such increased costs, manufactiu-es do not wish to hold 

inventory for an excessive time period, since it will reduce the amount of fi:ee capital 
available to them, increase their direct storage and warehousmg costs, and generally 
restrict the manufacturer's ability to optimise inventory management. 

[05] Currently, there are two prevailing financing models used in SCM and 

the logistics industry in general, Supplier Owned Inventory (SOI) and Manufacturer 
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Owned Inventory (MOI), with several variations also existing, such as VMI, (Vendor 
Managed Inventory). These (VMI, SOI) are solutions made to ensure that 
manufacturers do not hold inventory until they require such inventory for actual 
manufacturing. 

[06] While these models solve problems of manufacturers, they create 

problems for the inventory suppliers, who become laden with the obligation of 
holding such inventory in their accounting books. As a result, the inventory supplier 
must now find trade financing fi-om a financial institution. However, the inventory 
supplier faces significant limitations in obtaining fevorable terms for such financing, 
both as to rate and loan amount. 

[07] Typically, a supplier of goods will strive to operate on a cash-on- 

delivery or cash-on-purchase order basis in an ideal environment. However, 
notwithstanding the advantages of modem commercial practices, such as are provided 
by B2B and B2C systems and techniques, two basic financing approaches still are 
used, "accounts receivable financing" and "inventory financing." 

[08] In current "accounts receivable financing" (AR financing) practices, 

for example, a supplier may sell $1,000,000 worth of computer hard-drives to a 
manufacturer of computer systems, and provide a credit term of 60 days to the 
manufactiu-er. The manufacturer, being a $20 billion conglomerate, with credit 
ratings that may exceed those of third world countries, can provide the supplier 
recourse. The supplier then offers its sale receipts or invoices to a financier for 
immediate payment of the sale value, less a discount that the financier will charge the 
supplier. The rate of discount depends on the credit rating of the manufacturer. At 
the end of the 60 days, the financier will receive the fiill payment ($1,000,000) firom 
the manufacturer. The above method uses financial instruments such as commercial 
notes. 

[09] The alternative "inventory financing" method involves the supplier 

pledging the ownership or title of goods of a certain value to the financier, in return 
for operating cash. This may be favorable in tiie case where the supplier may be 
selling goods that have a very short turnover time (time of inventory to time of sale to 
customer). For example, an oil trader may have on hand $1,000,000 worth of crude 
oil that is typically sold within a 7-day period to a variety of customers. The oil trader 
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may need money for the transport of the oil to the various customers in a multitude of 
destination countries. In effect, the oil trader will "mortgage" the oil inventory to the 
financier for cash. The rate and schedule of charges that the financier will impose on 
the supplier depends on the quality of the pledged inventory. Oil is a commodity with 
a generally short-teim price stability, and a long-term market. On the other hand, 
semiconductor chips have neither price stability nor long term market value. Thus, a 
financier would not release $1,000,000 to a supplier of DRAM chips for a 60-day 
period, when the prices of DRAM chips may be 30% down in a period of 10 days. 

[10] It also is quite rare, if not impossible, for a bank to accept inventory 

that the customer does not own (because it has sold them in exchange for accounts 
receivables) as collateral for a loan. Thus, where there is a need for financing for $1 
million worth of inventory, but half is already sold, and the other half is allocated for 
sale due to a third party arrangement with the customer, such as a conditional 
purchase forecast (common in the industry), inventory financing is limited. A bank 
will simply finance $500,000 at best. Li the case where half is allocated for sale, but 
there is no existing sale invoice fi-om the customer, since the customer only has a 
conditional forecast that the other half of the inventory may be sold to one or more 
manufacturers within a period, the bank would not finance the remaining $500,000 of 
inventory- In short, the inventory supplier can not make use of inventory sold to 
customers as collateral to obtain a lower cost of financing. 

[11] There are fiuther differences between the case where a customer 

simply pledges accounts receivables and the case where there is inventory financing. 
For example, the bank may offer different rates based on different collateral being 
pledged by the customer (inventory may be financed at 8% pa, iq) to 50% of the value 
of inventory, while accounts receivables may be financed at 6% pa, up to 80% of the 
value of accoimt receivables). 

[ 1 2] Thus, there is a clear need to find a way to optimize the use of 

inventory ownership and/or control so that the most favorable financing terms can be 
achieved, yet quick payment to supplies and just in time delivery to manufacturers can 
be attained as well. The present invention satisfies such need, including but not 
limited to offering the inventory supplier a single low rate of financing. 
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[13] The financing requirements of the manufacturer and inventory supplier 

are further amplified by the way certain physical processes in the logistics chain are 
separated fi-om current electronic SCM systems, particularly certain financial 
processes that are crucial in the entire SCM process. One such financial process is 
inventory financing. 

[ 1 4] Existing SCM electronic systems are built and operated with emphasis 

on operations and processes directly related to supply chain management. However, 
there is no "real" or direct integration of financial processes commonly required by 
the inventory supplier, manufacturer, or both, such as inventory financing etc. 
Currently, "integrated" supply chain systems are ones that are capable of merging 
supply chain data and generating invoices, purchase orders, or electronic documents 
related to shipping and handling etc. The problem arising fix>m such "integrated 
systems" is the lack of true physical integration of certain process into the supply 
chain, such as the delivery of inventory fi-om the supply chain intermediary to the 
inventory purchaser, typically the manufacturer. When the inventory is physically 
delivered, and possession, ownership and/or control handled over to the inventory 
purchaser, the purchaser will typically sign on an invoice receipt, commonly deemed 
as a "proof-of-delivery". The invoice receipt will then be routed back to a human 
operator running the supply chain system, who will manually update related 
information in the system database, and thus start the financial process (i.e., payment) 
related to such a delivery. Clearly, this adds cost to the overall process and is 
generally not efficient. Moreover, there may be inaccuracies and delays in recording 
and communicating the related events or activities, since the physical activities (such 
as the delivery and handing over of inventory) are not electronically connected to the 
supply chain management system. 

[15] Clearly, there is a need for the supply chain processes to be cj^able of 

sending system information on the status of each process and/or event, and to be able 
to automatically trigger other related activities and SCM processes. The goal is to 
dramatically improve the overall efficiency of the supply chain management system 
and provide the supply chain intermediary with the ability to perform and complete 
services accurately and in the least amount of time. 
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SUMMARY OF THE INVENTION 

[ 1 6] The present invention concerns a zero inventory model for financing 

the production, sale, storage and deliveiy of goods in a supply chain having just in 
time capability. The invention further concerns a supply chain system for 
implementing such zero inventory model, including rapid and efficient event 
notification and the provision of electronic proof-of-delivery. 

[17] In traditional financing, the mventory supplier can raise money fixjm 

the pledging of sale receipts to the financier. Li zero inventory model (ZM™) 
financing, the supply chain intermediary secures title and/or control of inventory and 
combines such asset with purchase guarantees and/or assigned accounts receivable to 
secuiitize the financing. 

[18] In one exemplary embodiment of the present invention, the supply 

chain intermediary owns the inventory and secures the purchase guarantee firom the 
subsequent purchaser of the inventory. In another exemplary embodiment, the supply 
chain intermediary also owns the inventory but secures an assignment of accounts 
receivable &om the supplier. In both embodiments, the supply chain intermediary is 
in possession of two different assets, and uses that combination to create a negotiable 
bankable instrument that can be used for asset securitization and subsequently 
funding. This method creates a very safe secmity for the supply chain intermediary to 
obtain a very low cost of financing. The inventory supplier does not need to present 
sale receipts or collateral to the supply chain intermediary to get a shorter payment 
cycle. This is because the supply chain intermediary has taken the role of securing the 
purchase guarantee &om the manufacturer, while at the same time holding ownership 
to the inventory that is tied to such a guarantee. Alternatively, the supply chain 
intermediary has combined an assignment of account receivables fi-om the supplier, 
while at the same time holding ownership and contirol of the inventory that is tied to 
the account receivable. 

[ 1 9] The only party that is physically and financially positioned to offer 

such safe security is the supply chain intermediary, since inventory is physically 
delivered in succession 6om the suppUer to the manufacturer. Zero inventory model 
(ZIM™) financing, in one exemplary embodiment, is a metiiod whereby the supply 
chain intermediary secures a purchase guarantee fix)m the manufacturer or assigrmient 
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of accounts receivable from the supplier, and ownership of inventory from the 
supplier, attaches the two instruments into a single seciuity for a financier to provide a 
very low cost of financing to the supplier, manufacturer or both. This satisfies the 
requirements of two parties involved in the supply chain. First, the supplier gets a 
shorter payment cycle at a lower rate. Second, an inventory piffchaser (e.g., a 
manufacturer) can receive the benefit of just^-in-time access to inventory. 

[20] Each fi'nancial process (to make payment available for the inventory) 

may be any kind of arrangement that the intermediary may implement with any other 
third party such as a financial service provider. Significantly, the two financing 
methods do not involve a birokering model, since the supply chain intermediary takes 
physical ownership and/or control of the inventory prior to the provision of the 
inventory to the manufacturers. 

[2 1 ] The possession and control of the inventory by the supply chain 

intermediary permits the intermediary at the request of the inventory supplier, the 
manufacturer, or both, to perform additional value-adding actions or steps to the 
physical inventory. For example, the manufacturer may require a supplier of 
computer display devices to label such devices with a sticker label of the 
manufacturer, before the manufacturer purchases the devices fix)m the supplier. 
Because the supplier is usually an OEM (original equipment manufacturer) of the 
device, under conventional arrangements, labeling of such devices may require yet 
another third party to perform the additional steps (plus conti-acting, delivering and 
receiving activity). Very often, such a device is labeled and then handled over to the 
supply chain intermediary for storage management. The supply chain intermediary 
can easily provide the additional labeling service for the supplier, since the inventory 
(of such devices) will ultimately be handed over to the intermediary anyway. 

[22] The inventory supplier will also face the issue of getting paid for the 

devices suppHed to the manufacturer after a stipulated time (credit period). The 
supply chain intermediary, should it perform similar services to a multitude of 
suppliers, can consolidate the financing requirement of the collective group of 
suppliers and provide a shorter payment cycle. At the same time, the intermediary 
can implement additional value added services, including manufacturing or assembly 
processes for the supphers. 
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[23] This two-into-one service provision to the supphers can dramatically 

improve the entire supply chain process, as the amount of physical transfer and 
ownership transfer is reduced. For example, there is no need to ship the devices from 
supplier to a labehng company, and then to the supply chain intermediary. The vital 
role that the supply chain intermediary plays with respect to the manufacturer, 
inventory supplier or both is its ability to undertake processes to phj^ically enhance 
or prepare the inventory for subsequent processes along such a supply chain. 

Since the supply chain process contemplates that the supply chain 
intermediary will take ownership and/or control of the inventory, the supply chain 
intermediary will have the ability to make use of its own internal financing sources to 
raise funds to implement the actions or steps required to perform this 'Value-added" 
service. Financing to the inventory suppliers, the manufacturers, or botii, becomes a 
favorable process that can reduce tiie cost of financing for the inventory supplier, the 
manufacturer, or both. This is because the supply chain intermediary is able to make 
use of the collective store of inventory from a plurality of inventory suppliers to 
secure a much lower cost of funds than that available through the individual financing 
efforts of each mventory supplier. 

This supply chain arrangement is desirable for the supply chain 
intermediary as well, since its ownership and/or control of the inventory allows the 
intermediary to also easily perform additional "value-added" services that the 
manufacturers demand fix>m the inventory suppliers. 

The foregoing financing methods take advantage of the requirement of 
the manufacturers, and/or inventory suppliers to provide another usefiil service to both 
entities. 

In another preferred embodiment, the supply chain intermediary may 
also undertake to perform the additional steps while a third party implements 
financing to the inventory suppUer, manufacturer, or both, similar to methods 
described in the first exemplary embodiment. 

The present invention can also electronically broadcast messages, data 
and/or information relating to a particular or a series of supply chain processes or 
events, to a plurality of mobile devices such as a mobile phone, mobile computer etc. 
The system can require that several conditions or parameters must be met prior to the 
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electronic broadcasting of the messages. For example, the system can monitor the 
quantity of current inventory, and once such inventory meets certain pre-stored 
conditions, trigger the system to broadcast a message to a pre-determined device. The 
invention can also allow for different type of devices to be notified of the message, 
depending on the conditions set on the system. Preferably, the invention can send a 
simple email message, if the condition set by the system is not an urgent (or time 
sensitive) notification.' Preferably, the invention can send the message to a mobile 
phone if the inventory under monitoring falls within a condition that warrants 
immediate attention. Thus, the invention provides a unique system whereby 
conditions of each supply chain process can be programmed into the system, and the 
conditions can provide the users of the system the ability to determine the urgency of 
each condition, and to broadcast die message to a specific device, including but not 
limited to mobile phones, mobile computers, personal digital assistants etc. 
[29] The present invention can also allow the supply chain intermediary to 

electronically initiate a mobile device (that had pre-registered with the supply chain 
system of the supply chain intermediary) owned by the manufacturer, to input a 
password or PIN and electronically vaUdate a transaction, approve the delivery of 
inventory at hand, and at the same time, via the mobile device, instruct payment 
instructions to be made fi:om the manufacturer to the pre-determined bank account of 
the supply chain intermediary. This electronic method to validate a "proof-of- 
delivery" (ePOD) between the supply chain intermediary and the manufacturer, and 
also integrates the financial processes (in this case the direct payment instructions 
fi-om the inventory purchaser to the supply chain intermediary) alongside the supply 
chain process. A dramatic increase in efficiency and speed in such a transaction is 
achieved since two processes are simultaneously performed at the time when such a 
process is taking place, or has ah-eady been finished (such as the deUvery and handing 
over of inventory to the manufacturCT). In addition, this electronic ePOD can also 
initiate the transfer of ownership of the inventory &om the supply chain intermediary 
to the manufacturer. Mobile devices or dedicated computer units are also attached to 
the various components of a supply chain electronic system operated by the supply 
chain intermediary. 
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BRIEF DESCRIPTION OF THE DRAWINGS 

[30] In order that the invention may be more clearly ascertained, preferred 

embodiments will now be described, by way of example, with reference to the 
accompanying drawings, in which: 

[31] Figure 1 A is a flow chart illustrating the basic steps for zero inventory 

method financing where securitization of financing is based on goods in inventory and 
acquired purchase guarantees torn a manufacturer; 

[32] Figure IB is a flow chart illustrating the basic steps for zero inventory 

method financing where securitization of financing is based on goods in inventory and 
an assignment of accounts receivable fi'om a supplier; 

[33] Figure 2A is a schematic view of a portion of the transactions in a 

system implementing zero inventory method financing, where a supply chain 
intemiediary takes ownership of inventory fi-om one or more inventory suppliers and 
provides the inventory suppUers with a cash payment or advance based upon specific 
supply chain processes; 

[34] Figure 2B is a schematic view of a portion of the transactions in a 

system implementing zero inventory method financing, where a manufacturer 
requests horn the supply chain intermediary ownership of inventory either in 
incremental quantities or its entire quantity, with the manufacturer eflfecting payment, 
for example, on the ePOD communications unit, and providing a purchase guarantee; 

[35] Figure 2C is a schematic view of a portion of the transactions in a 

system implementing zero inventory method financing, where a supply chain 
intermediary takes ownership of inventory bom one or more inventory suppliers as 
well as an assignment of accounts receivable, and provides the inventory suppliers 
with a cash payment or advance based upon specific supply chain processes; 

[36] Figure 3A is a schematic view of a sj^tem arrangement for zero 

inventory method financing, which supports the electronic broadcast and alert of a 
pre-determined plurality of mobile devices when certain supply chain processes 
and/or events trigger the system, according to an exemplary embodiment of the 
present invention; and 
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[37] Figure 3B is a schematic view of a portion of the system arrangement 

for zero inventory method financing, which illustrates a mobile device sending 
electronic data and authentication data input firom the user to the mobile 
communications unit, and upon successful user authentication, routing of electronic 
data to a financial interface module for implementation of financial processes with a 
financial institution. 

DETAILED DESCRIPTION OF THE PREFERRED EMBODIMENTS 

[38] In order that the invention may be more clearly ascertained, exemplary 

and preferred embodimmts. are subsequently described that, by way of example and 
with reference to the accompanying drawings, provide an enabling description of the 
invention. These exemplary embodiments are not intended to be Umiting, but to 
provide some examples of the manner in which the invention may be made and used. 
One skilled in the art would be enabled to make and use the invention according to 
other embodiments based upon these teachings, and such additional embodiments are 
within the scope of the present invention. 

[39] In a typical scenario for implementing zero inventory (ZIM™) 

financing, at least three of the following four parties would be involved: 

a supply chain intermediary; 

an inventory suppher; 

a manufacturer; and 

a financier. 

[40] Typically, the "supply chain intermediary," or "service provider" is the 

operator of the technology behind ZM™ financing, and may comprise one or more 
parties. At a minimum, the intermediary would (1) supply the actual operational 
services involved in ZIM™ financing and (2) operate and implement the contractual 
and data processing aspects of ZIM™ financing. Preferably, these two fimctions 
would be performed by separate, although related, entities. 

[41] The "financier" will be the entity that evaluates the credit ranking and 

financial considerations of a typical ZIM™ transaction, and makes use of securities 
that may be provided by the supply chain intermediary to procure financing for the 
intermediary. 
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[42] The "inventory supplier" is the ZIM™ service consumer who provides 

the inventory and has an immediate requirement for a shorter payment cycle, 
comparatively lower transaction cost and lower interest rate, as compared to those 
available from conventional financing products, such as account receivable financing 
and inventory financing. 

[43] The "manufacturer" or other "inventory purchaser" is a ZIM™ service 

consumer who desires to pxu-chase inventory, but has an immediate requirement for 
deferred delivery and ownership of inventory, usually on a just-in-time basis, from the 
supplier. 

[44] In either AR financing or inventory financing, there is usually a base 

cost attached to the risk that is being perceived by the financier. The riskier the deal, 
the higher the charges, or in many cases, the financier will not even consider funding 
the supplier. 

[45] However, if the suppUer can finance the sale (for $1 ,000,000 worth of 

hard-drives) via a sale invoice and collateral of the inventory (the hard-drives), the 
risk level is significantly decreased, and so is the cost of financing. This scenario is 
akin to the supplier selling the hard-drives to the manufacturer, selling the invoices to 
get financing and asking the manufacturer to pledge the inventory to the financier. In 
this example the manufacturer is a computer notebook maker, with a multitude of 
suppliers for the various components required for the manufacture and assembly of 
the notebook. It will be understood, however, that the manufacturer could be a 
producer of essentially any goods. 

[46] A single supplier of such components, who will be referred to as the 

"inventory supplier," will be described, however, it will also be understood that a 
manufacturer could obtain components fmm a plurality of such suppliers. The 
supplier supplies computer hard^drives to the manufacturer, using the supply chain 
intermediary as the supply chain manager. The manufacturer currently only wishes to 
hold inventory (of the hard-drives) that is adequate for the actual current 
manufacturing requirements. The suppUer, however, will only sell the inventory in a 
specific wholesale quantity. As a result, the supplier will usually own the entire value 
of the inventory until the manufacturer actually purchases the inventory. 



11 



wo 03/046681 



PCT/SG02/00278 



[47] The supplier complies with the manufacturer's wish by finding a 

source for financing. Conventionally, the supplier will pledge the inventory as 
collateral to the intermediary (inventory financing), or obtain financing fi-om the sale 
receipts of the inventory firom the manufacturer (accounts receivable financing). 

[48] In the case of inventory financing, inventory that is pledged to the 

intermediary will be discounted by the intermediary by a certain percentage, for 
example, computer ha-d-drives may be discounted by 1 5% for a financing period of 
60 days. The supplier may have $1,000,000 worth of hard-drives in actual inventory 

- and therefore will perhaps obtain only US$850,000 in fmancing. This is due to the 
existence of a possibility of obsol^cence of the inventory. The intermediary may 
also charge the supplier an interest rate of about 7% per atmum. 

[49] In the financing method of pledging sale receipts (accounts receivable 

financing), the financier will evaluate the credit worthiness of the supplier's customer 

- which in this case, is the manufacturer of the notebooks. The financier may finance 
the supplier in the variety of ways - usually the required amount that the suppUer has 
requested for ($1,000,000), plus an interest rate. The interest rate in this case may 
vary, depending on the risk assessment by the financier of the manufacturer. The 
problem may arise when the supplier has very tigjht profit margins of the computer 
hard-drives (inventory). This may make the cost of financing relatively expensive to 
the supplier. 

[50] The supplier cannot combine the two forms of financing because the 

suppher caimot obtain inventory financing if the inventory is sold to the manufacturer. 

[51] A low cost of financing can be obtained in the case where the sold 

inventory is collateral, and either a purchase guarantee is obtained fi-om the 
manufacturer (inventory purchaser) or the sale receipts are pledged to the financial 
intermediary. The former is akin to the suppHer selling the hard-drives to the 
manufacturer, pledging the sale receipts to the intermediary, and asking the 
manufacturer to pledge the sold inventory to the intermediary. The inventory supplier 
cannot implement such financing technique, - but the supply chain intermediary can 
easily do so. 

[52] In the case of the supply chain intermediary, the inventory is phj^ically 

residing within the intermediary's storage facilities for a time period, before being 
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actually delivered to the manufacturing facilities of the manufacturer. The 
intermediary is in a good position to take ownership of the inventory. The 
intermediary also may be in a good position to secure a guarantee from the 
manufacturer to purchase the inventory within a pre-agreed time period. The 
intermediary alternatively may be in a good position to obtain an assignment of 
accounts receivable from the inventory supplier. In either case, the inteimediaiy can 
have possession, ownership and/or control of the inventory, and at least one of a 
guarantee to purchase inventory from flie manufacturer or an assignment of accounts 
receivable from the inventory supplier. The intermediary has the unique ability to 
bundle these assets together and generate a credible basis for financing. 

[53] In such a case, the intermediary can obtain a lower cost of financing 

from the financier than can the supplier. The intermediary can give the inventory 
supplier a much shorter payment cycle than the manufiicturer, while at the same time 
charge a much lower interest rate than the supplier can where the supplier approaches 
the financial intermediary individually. 

[54] In implementing zero inventory method financing, according to one 

exemplary embodiment, the intermediary will (1) obtain possession, ownership and/or 
control of the inventory, and (2) the ratermediaiy will establish contracts with both the 
manufacturer and the inventory supplier for implementing zero inventory model 
(ZM) financing, as illustrated in the flowchart of Fig. lA. 

[55] The intermediary will secure a contract with the inventory suppher as 

represented by step SI with the following exemplary terms, although many others 
may be used: 

[56] That the supplier will supply inventory to the supply chain 

intermediary within 3 days of receiving an intermediary purchase order form, from 
the intermediary. 

[57] That the suppHer shall supply the intermediary inventory according to 

data contained in all intermediary purchase order forms transmitted from the 
intennediary to the supplier within a 60-day period, at the fixed unit price. 

[58] That the suppher will issue an invoice electronically to the 

intermediary with the following details: 
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<Supplier Transaction Numberxinvoice NumberxTransaction Date and 
Time>&<Purchase Order Code>%%%<Destination Manufacturer ID 
Number>%%%#<Item Code?Item Quantity?>#%%%<Tiansaction 
Termination Number> 

That the suppher will be paid according to the following payment terms: 

Payment to specified bank account within 7 days fi-om date of receipt of 
inventory at the intermediary's storage facilities. 

Payment to be discounted from original invoice value at the rate of X%. 

[59] The intermediary also will enter into a contract with the manufacturer, 

as represented in step S2, with the following exemplary terms, although many others 
may be used: 

That the manufacturer unconditionally purchase the entire value of the 
inventory (at a fixed unit price) &om the intermediary, within a time period of 
60 days. 

That the manufacturer can implement the purchase in multiple purchase orders 
within the time period of 60 days. 

That the purchase orders be electronically transmitted to the intermediary in 
the following (exemplary) format: 

<Manu&cturer Transaction Numberxinvoice NumberxTransaction Date 
and Time>&<Purchase Order Code>%%%<Manufacturer ID 
Number>%%%#<Item Code?Item Quantity?>#%%%<Transaction 
Teimination Number> 

[60] Referring to Figures 2A and 2B, an arrangement of a supply chain 200 

is schematically illustrated, wherein one or more suppliers 210 (only one is shown but 
plxffal suppHers may be involved), who manufacture or assemble components, provide 
their inventory to a supply chain intermediary 220 for dehveiy to a manufacturer 230 
(only one is shown but plural manufacturers may be served by the supply chain). As 
would be understood by one skilled in the art, the supply chain structure may be much 
more complex than the simple linear form illustrated in the Figures, and one or more 
manufacturers 230 may require supplies fijom one or more vendors via one or more 
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supply chains, where the ou^ut of the various suppliers will go into inventory and 
will be held by the intermediary of a respective supply chain. 

[61] In the exemplary embodiment according to the flow chart of Fig. 1 A 

and the arrangement as illustrated in Fig. 2 A, the supplier 210, who wishes to provide 
goods to the one or more manufacturers 230, will enter into a contractual arrangement 
with the supply chain intermediary 220 that requires the supplier 210 to provide 
goods, and requires the intermediary to accept and store goods, pay the supplier for 
the goods and provide the goods to a manufacturer (optionally with value added), as 
in step SI . hi the transactions underlying this arrangement, the intermediary 220 will 
transmit to the supplier 2 1 0 an intermediary purchase order form in transaction 251. 
The supplier in turn will provide goods to the intermediary in transaction 252. 
Payment from the intermediary to the supplier 250 will be implemented in transaction 
253, shortly after the invoice is received by the intermediary from the suppUer 240, 
and that the intermediary 200 has received physical procession of the inventory at the 
intermediary's storage facilities. Immediately upon receiving physical possession of 
the inventory, and even indicia of ownership or control, the intermediary is in a 
position to obtain financing to pay on the suppUer's invoices. Such financing can be 
obtained on highly favorable terms using the relationships outlined in Figs. 2B and 
2C. 

[62] Referring to Fig. 2B, and with reference also to step S2 in Fig. 1 A, the 

supply chain intermediary 220 also will enter into a contract with the manufacturer 
230. The contract will require the intermediary to provide goods from storage on a 
just in time basis, in quantities stated in purchase orders issued in transactions 261. 
Payment for the goods will be made on standard commercial terms in transactions 
262. However, the intermediary also will require a purchase guarantee 263 from 
manufacturer 230. 

[63] Alternatively, with reference to Figs. IB and 2C, the supply chain 

intermediary 220 also may obtain from the suppher 210 an assignment of accounts 
receivable from the supplier in transaction 254, as illustrated in step Sll. The 
assignment may relate to the accounts receivable for all or a part of the particular 
goods that have been delivered to the intermediary, and/or may relate to other 
accounts receivable due to sales to a third party, hi this case, the relationship to the 
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manufacturer 230 is not directly relevant, yet the intermediary can still satisfy the 
manufacturer's requirements for just in time delivery. 

[64] In yet another variation, an alternative asset of the supplier may be 

used instead of accounts receivable, and may include an inventory consumption 
forecast, provisional purchase order, purchase order, or provisional contract for 
pwchase, &om either the supplier and/or the intermediary's own clients/buyers of 
inventory. 

[65] Whether operating in accordance with the arrangement of Figs. 1 A and 

2A, or IB and 2B, or even a combination of them, the intermediary has both the 
physical possession and/or ownership of the inventory as well as a second asset, 
comprising the manufacturer's guarantee or the assignment of accounts receivable 
from the supplier. This combination of assets enables the intermediary to issue a 
security (Step S3 in Fig. lA and Step 812 in Fig. IB) diat can be used as a basis for 
obtaining financing on highly favorable tenns (Step S4 in Fig. lA and Step SI 3 in 
Fig. IB). 

[66] When calculating the amount of financing to be provided to the 

supplier based on the relevant asset values, some or all of the following steps may be 
taken: (1) computing the net value of the inventory assigned from the supplier to the 
intermediary; (2) computing the net value of the accoimts receivables assigned from 
the suppUer to the intermediary; (3) deriving a combined value of the two assets 
assigned from the supplier to the intermediary; and (4) attaching a financing cost 
chargeable to the supplier based on the combined value. 

[67] The intermediary may also include in the financing cost the 

supplementary costs and expenses relating to its provision of services to the supplier, 
including, but not limited to: (1) the net cost of information technology; (2) the net 
cost of warehousing, logistics and transportation; and (3) the net cost of risk, 
insurance, inventory insurance, and accounts receivables administration. Some or all 
of such net costs would be added to said financing cost to derive a total cost of 
service. The cost of service may be expressed as a percentage of the total value of the 
inventory, and the intermediary may conveniently offer its services as a percentage of 
the total value of the inventory. 
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[68] Consequently, the intermediary can make use of assigned assets from 

the said customer to consolidate into a single financial instrument that is fully 
negotiable, having a value comprising of the following: 

net value of inventory assigned to the instrument, 

net value of accounts receivables assigned to the instrument, 

net amount payable to the intermediary due to services provided to the 
supplier, and 

an assigimient agreement of the intermediary to assign a net amount payable 
by the supplier to the instrument. 

[69] When the zero inventory model (ZIM™) is applied to a one-to-many 

model, the benefits are amplified even further, particularly where there are plural 
manufacturers from different industries, for example, and/or where the supply chain 
intermediary is dealing with a multitude of suppliers. For example, assuming a case 
Where there are 5 manufacturers and 1000 supphers, with a uniform division of just 
200 suppliers per manufacturer, the benefits may be significant. Further assume that 
only 10% of the suppliers are interested in zero inventory model financing, but they 
sell a collective value of inventory worth $100 million, with an average turn-around 
of 1 5 days. The suppliers may have a group median of about 7% for the cost of AR 
financing. The financier may offer funds ($100 million) for 3.25% if: 

The collective purchase guarantees presented by the supply chain intermediary 
has a diversified risk portfolio fiiom S different industries; 

Purchase guarantees come widi collateral of inventory fix)m S different 
industries; and 

Collaterized inventory is sold on a just-in-time basis every 15 days. 

[70] This can only be possible if the financier implements asset 

seciuitization of the collective cache of guarantees and collateral presented. Asset 
securitization may be obtained in any of a number of ways, including discounting the 
face value of the secured asset against the seller of the securitization paper, issuing 
rights to different buyers of the securitization paper at separate rates of discount, etc. 
The financier must use securitization and cannot provide a bank loan to the supply 
chain intermediary for 3.25%, since the cost of capital is probably pegged to the 
17 
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bank's deposit rates. The supply chain intennediary charges a flat rate of 4.1% to the 
suppliers - who can can't get rates that are competitive to the one offered by the 
intermediary. The supply chain intermediary makes a spread of 0.85% on $100 
million worth of zero inventory model financed instruments. 

[71] Assuming the group median credit term of the 5 manufacturers is 60 

days, a simple calculation will mean that the ZINT™ process may be repeated 6 cycles 
in one year. $5,100,000 of recurring revenue earned each year. This return is 
obtained from 10% of 1,000 suppliers spanning 5 manufacturers, with a collective 
inventory value of $100 million. 

[72] Clearly, in the case of zero inventory financing, there is a primary 

party driving the financing flow, typically, the supply chain intermediary. The 
driving party is (la) securing a guarantee from another entity, or (lb) securing 
assignment of accounts receivable from another entity, and (2) tying such a guarantee 
or assignment to another security (such as inventory as collateral) bom a financier. 
The driving party is then making use of this consolidated instrument to procure 
funding, particularly providing money at a lower cost to the supplier or intermediary. 
Notably, using this arrangement, the driving party can provide the funds to a 
consolidated group of entities, or secure the consolidated instruments from such a 
group to perform financing. 

[73] The securitization of a zero inventory model (ZIM™) instrument with 

a purchase guarantee and pledging of inventory may have the following structure: 
Purchase guarantee from manufacturer ABC; and 
Inventory pledged to security. 

[74] The above structure does not allow for the pledged inventory to go 

beyond the control of the inventory owner - which in this case will no longer be the 
supply chain intermediary. The ownership now resides with the purchaser of the 
security (e.g., the financier), since the supply chain intennediary will need to sell the 
security to the financier to obtain cash for payment of inventory to the supplier. 
However, as the manufecturer makes incremental purchases, the value of the pledged 
inventory will have a mechanism to incrementally reduce the pledged value, and the 
corresponding liabilities of parties involved. The purchase guarantee must also reflect 
the change in liabilities of the manufacturer. 
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[75] Notably, tiiis arrangement is in compliance with current Financial 

Accounting Standards Board rules, particularly FAS Rule 125 regarding the transfers 
and servicing of financial assets and extinguishment of liabilities, since the treatment 
of liabilities and asset obligations is recognized and derecognized at appropriate times 
when the control of assets changes significantly, as specified in sections (a) - (c) in 
paragraph 4 of FASB Rule 125. The operating and accounting impact on the 
manufacturer in one instance is significant, since the manufacturer has the advantage 
of making incremental pxurchases on a just-in-time basis by using its rights under the 
ZIM™ initiated purchase guarantee with the intermediary. The manufacturer benefits 
fi"om flexibility in operating cash flows, since inventory can now be purchased on a 
just-in-time basis - however, the financial impact is just the same, since improved 
cash flow is countered by the issuance of a purchase guarantee to a third party (the 
supply chain intermediary). Compliance with the FAS 125 rule, however, mil mean 
the presence of operating liabiHties (or accoimts payable). 

[76] The technology involved with the zero inventory model must consider 

the needs of the several parties, particularly the financier who is asked to take the risk 
and advance funds on the basis of the securitization issued by the intermediary. 
Generally, the financier would require the several technology-based assurances before 
committing to some kind of arrangement to procure and raise fiinds under the ZIM™ 
arrangement. First, the financier would have to be satisfied that an electronic message 
coming from a particular computer system, especially one not Under its control, or 
regulated by rules of a goveming authority, is really what it claims to be. The 
financier will typically engage an independent third party auditing company to 
implement such system. Today, the system would need to have at least the normal 
security features of current computer systems, so that the transaction channel would 
fiilly mesh with the financier's own internal systems. Some of the following are 
implementations, which are currently adopted by financiers: 

IBM AS400 transaction system (implemented after 1985); 

UNIX transaction system (common for IBM OS/390 mainfi:^es); 

RC4 security implementation of data and communications, PKI, biometrics, 
digital certificates etc.; 

Multi-tier access control administration; 

19 



wo 03/046681 



PCT/SG02/00278 



Network traffic analysis, port control and access administration; and 



Secured and dedicated data and communications, including leased lines, VPN 



etc. 



[77] 



There are of course many other forms and embodiments where 



separate and distinct systems are used (such as NT, Linux, UNIX-SCO etc.), although 
there are seldom wide variations in the above configuration. 



mainfimes (still fonning the bulk of back-end infiiastructure) are dependent on the 
basis for electronic communications between the interfaces that operate transaction 
processing etc. 



revolutionary shift in financing for suppliers in almost every industrial segment today, 
since the supply chain intermediary or service provider covers virtually every industry 
sector. In an operating environment, a small spread of just 25 basis points of the 
value of the securitized asset can yield millions of dollars in recurring revenue fi-om a 
relatively small cache of inventory. ZHVF^ has the capability of changing the entire 
financing service level currently in place with tens of thousands of suppliers that 
power the manufacturing output of the world's largest companies, brands and 
services. To this end, in implementing zero inventory model financing, certain 
important components that should be addressed are: 

FAS 125 compUance and operating implementation; 

Financial performance of supply chain intermediary due to FAS 125; 

Technology and data processing/interface; 

Technology auditing and accountability rq)orting; 

Efficient transaction systems to minimize processing costs related to FAS 125; 
and 

Benefits versus Considerations analysis for manufacturer. 

[80] Consideration of these components, as would be understood by one 

skilled in the art, would lead to a supply chain system that is adapted to providing 



[78] 



The technical integration of newer systems such as the AS400 to older 



[79] 



The zero inventory model (23M™) for trade financing offers a 
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low-cost financing for suppliers using a zero invraitory model, while being compliant 
with applicable FAS guidelines. 

[81] The supply chain system that would implement the zero inventory 

model would require a reliable and secure event notification system. The system 
would be adapted to receive electronic data fi'om a multitude of physical 
manufacturing and storage management computer units and sensors, and would be 
adapted to securely transmit messages to any device that is connected or registered on 
the system via public and private systems, including switched networks, wired and 
wireless systems and the Internet. Referring to Fig. 3A, the core of the supply chain 
processing and event notification system comprises a computer server 10, which 
provides a centi^ed monitoring, data processing, command and control function for 
the entire system. In an alternative embodiment, the server 10 may have some or all 
of its functions distributed, rather than centralized, as is well known in the art. The 
server 10 is coupled to an analogue-to-digital or digital-to-analogue converter and 
interface unit 30, The interface unit 30 receives electronic signals and converts them 
into binary data for information processing by the server 10. Data resulting firom the 
activity of SCTver 10 is stored in a computer database within a memory 20, and may 
include updated data or new data. The server 10 also retrieves data, in the form of 
software programming and parameters that are applicable to the signals received &om 
the interface unit 30, torn data storage 20. For example, the server 10 may maintain 
in the database a list of wireless devices 60 that the communications interface unit 50 
can electronically alert, and may update that list periodically. The listing may be by 
luiique serial number, address and/or ID, specifically assigned to a respective device 
60. The devices 60 may be mobile devices to which the interface unit 50 sends data 
via a wireless communications unit 40 for electronic alerting of the devices 60, 

[82] The storage 20 also stores selections that a registered user of the 

system pre-programs. For example, the registered user can program the following: 

A - Supply chain event or process: 

B - Urgency Level 1 
C - Urgency Level 2 
D- Urgency Level 3: 
E - Device name for level 1 
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F - Device name for level 2 

G - Device name for level 3 

[83] The storage 20 also can include signal indicator numbers that interface 

units 30, 40 and 50 may transmit and which correspond to the programmed event or 
process. The storage 20 also store database tables having reference data fields that 
match each the urgency level (B), (C) and (D) to each of the device names (E), (F) 
and(G). 

[84] A further desirable system feature, but not necessarily a requirement, 

for the zero inventory model is an electronic proof-of-delivery (ePOD) process. With 
reference to the sub-system illustrated in Fig. 3B, the process can receive electronic 
instructions firom a mobile device 150, to wireless communications interface unit 140 
and communications interface unit 130 to cause the server 100 to initiate ah electronic 
request to another mobile device 170 for user authentication. The authentication is 
via a user-name and password combination, or a PIN Personal Identification Number 
or via a combination of an electronic signature. If the authentication is successful, 
mobile device 170 allows the user to input information, instructions and commands 
related to acceptance, approval, rejection, and/or confirmation of inventory. 

[85] For example, a device 1 70 may have a cs^jability and display for 

displaying an electronic menu of options during a delivery of goods fix>m inventory to 
a intended recipient by delivery personnel. The menu could have one or more of the 
following menu items and associated implementing software and hardware at unit: 
a means to select a delivery order number and/or identification, 
a means to allow selected delivery order number to be further coupled with a 
transaction status, wherein the transaction status includes delivery order 
completed, delivery order not completed, delivery order delayed, delivery 
order pending due to exception, delivery order not possible due to recipient 
not available at location of delivery. 

[86] The menu selection can result in a transmission of a message to the 

controller that establishes an electronic proof of delivery (ePod). 

[87] The software and hardware at the supply chain management system 

controller 10, including the interface components 40 and 50, may comprise a means to 
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accept a range of electronic messages from any number of registered users. On the 
basis of such messages, the controller 10 may generate electronic commands to direct 
the flow of inventory from multiple locations to a single central location for one or 
more of warehousing, assembly and packaging. The messages may also cause the 
controller to generate electronic commands to direct the flow of inventor/ either being 
warehoused, assembled or packaged, from a single central location to multiple, 
designated locations for delivery. In general, such commands will allow for 
instructions to direct the movement of inventory from one location to another based 
on the systemic issuance and acceptance of messages from any given number of users 
having being registered onto the said system. The instructions may include having all 
information related to inventory being stored onto the system accompanied by data 
such as assembly/packaging requirements, and having the system to match and 
generate instructions based on stored parameters about locations that can facilitate the 
warehousing, assembly and/or packaging of pre-determined inventory type. 

[88] The supply chain management system controller 1 0 also may have 

software and hardware that comprise a transaction means to allow for other related 
supply chain processes to be triggered, notified, implemented, and/or alerted to any 
number of registered users pending the broadcast of individual delivery transaction 
status and/or confirmation. 

[89] The supply chain management system controller 1 0 will also have 

software and hardware that enables a user to effect payment 160 of inventory via the 
user's financial institution 120 to an interface 1 10 operated by the supply chain 
intermediary. The payment 160 is effected after mobile device 170 has completed 
any user input that is required prior to the initiation of payment 160. 

[90] The implementation of the functions described herein are readily 

implemented by those skilled in the art without undue experimentation. Moreover, 
there are many other modifications that can be made within the spirit and scope of the 
invention, as would be readily understood by persons skilled m the art. It is to be 
undwstood, therefore, that this invention is not limited to the particular embodiments 
described by way of example herein. 
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I CLAM: 

1 . A metiiod of financing the provision by at least one supplier of 
goods to at least one manufacturer via a supply chain intermediary, comprising: 

placing a quantity of goods in inventory by said at least one supplier; 

taking ownership and control by said supply chain intermediary of said 
quantity of goods in inventory bom at least one supplier; and 

securing by said supply chain intermediary a purchase guarantee from 
at least one manufacturer requiring purchase of said quantity of goods in inventory; 
and 

securing financing by said supply chain intermediary firom a financing 
entity, on the basis of the ownership of said quantity of goods in inventory and said 
purchase guarantee. 

2. The method of claim 1 fiirther comprising, 
incrementally purchasmg goods by said at least one manufacturer 

under said purchase guarantee; 

delivering incrementally purchased goods by said supply chain 
intermediary to said at least one manufacturer, on a jiist in time basis, and 

making payment by said manufacturer to said supply chain 
intermediary as said goods in inventory are delivered on a just in time basis. 

3. The method of claim 1 fiirther comprising, paying said at least 
one supplier for said quantity of goods in inventory by said supply chain intermediary 
from said financing. 

4. The method of claim 1, wherein said agreement of at least one 
manufacturer is to purchase said quantity of goods in inventory within an agreed time 
period. 

5. The method of claim 4, wherein said agreement of at least one 
manufacturer is to buy out the entire value of any portion of said inventory remaining 
unpurchased at the end of said time period. 

6. The method of claim 1 , wherein said at least one manufacturer 
comprises a plurality of manufacturers, at least two being in different industries. 

7. The method of claim 2, wherein said purchase guarantee 
includes a pledged value of inventory, fiirther comprising, 
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reducing the pledged value of inventory as the manufacturer takes 
possession of inventory incrementally based on just in time delivery. 

8. A method of claim 1, wherein said step of securing financing 
further comprises: 

implementing asset securitization of said inventory by said supply 
chain intermediary, on the basis of said purchase guarantee and said ownership of said 
quantity of goods. 

9. A method of claim 1, wherein said step of securing financing 
further comprises: 

creating a negotiable bankable instrument on the basis of said purchase 
guarantee and said ownership of said quantity of goods. 

1 0. The method of claim 1 fiirther comprising, 

providing a payment by said at least one supplier for said quantity of 
goods in inventory by said supply chain intermediary fiom said financing, said 
payment being discounted for supply chain services and costs of said financing. 

11. A method of financing the provision by at least one supplier of 
goods to at least one manufactxu-er via a supply chain intermediary, conf^rising: 

placing a quantity of goods in inventory by said at least one supplier; 

taking ownership and control by said supply chain intemediaiy of said 
quantity of goods in inventory &om said at least one siq)plier in exchange for an 
agreement by said supply chain intermediary to pay for said quantity of goods, 
creating at least one supplier account receivable; 

obtaining by said supply chain intermediary assignment of said at least 
one supplier account receivable; and 

securing financing by said supply chain intermediary &om a financing 
entity, on the basis of the ownership of said quantity of goods in inventory and said 
assignment of said at least one supplier account receivable. 

1 2 . The method of claim 1 1 , fiirther comprising: 

obtaining by said supply chain intermediary assignment of additional 
assets fi^om said at least one suppUer; and 

said securing financing step is further based on said assignment of 
additional assets. 
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13. The method of claim 1 1 further comprising, providing a 
payment to said at least one supplier for said quantity of goods in inventory by said 
supply chain intermediary from said financing, said payment being discounted for 
supply chain services and costs of said financing. 

1 4. A method of claim 1 1 , wherein said step of securing financing 
further comprises: 

implementing asset securitization of said inventory by said supply 
chain intermediary, on the basis of at least said assigned accounts receivable and said 
ownership of said quantity of goods. 

15. A method of claim 11, wherein said step of securing financing 
further comprises: 

creating a negotiable bankable instrument on the basis of said purchase 
guarantee and said ownership of said quantity of goods. 

1 6. The method of claim 1 1 further comprising, 
incrementally purchasing goods by said at least one manufacturer fmm 

said supply chain intermediaiy, 

delivering incrementally purchased goods by said supply chain 
intermediary to said at least one manufacturer, on a just in time basis, and 

making payment by said manufacturer to said supply chain 
intermediary as said goods in iriventory are delivered on a just in time basis. 

1 7. A method of financing the provision by a supplier of goods to 
at least one manufacturer, comprising: 

the supplier placing a quantity of goods in inventory; 

a financing entity taking ownership and/or control of said quantity of 
goods in inventory from said suppUer; 

a financmg entity obtaining assi^unent of at least a part of said 
supplier's account receivables; and 

creating a negotiable instrument by said financing entity on the basis of 
its ownership and/or control of said quantity of goods in inventory and said 
assignment of said at least a part of said suppUer's account receivable. 

1 8 . The method of claim 1 7, further comprising: 

obtaining by said financing entity an assignment of additional assets 
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from said at least one supplier; and 

said securing financing step is further based on said assignment of 
additional assets. 

1 9. The method of claim 1 7 further comprising, providing a 
payment to said supplier for said quantity of goods in inventory fit)m said financing, 
wherein said payment is discounted for costs of said financing. 

20. The method of claim 1 9, wherein said payment is fiirther 
discounted for supply chain services. 

21. A method of securitization, involving: 

a supply chain intermediary taking ownership of inventory fi-om at 
least one inventory supplier and securing at least one of a purchase guarantee fix)m an 
inventory purchaser and an assignment of accounts receivable from said inventory 
supplier; and 

issuing a financial instrument on the basis of a combination of said 
ownership and at least one of said purchase guarantee and said assignment of 
accounts receivable. 

22. The method as claimed in claim 21, including: 

said supply chain intermediary obtaining financing on the basis of said 
financial instrument; and 

said supply chain intermediary making payment to said inventory 
supplier for said inventory fix>m said financing. 

23. The method as claimed in claim 22, including: 
permitting said manufacturer to purchase said inventory fijom said 

supply chain intermediary on a just-in-time basis; 

obtaining payment fix>m said inventory purchase with each said 

purchase; and 

paying down said financing on the basis of said payment. 

24. The method as claimed in claim 22, wherein the step of making 
payment is in an amount based on at least: (I) computing the net value of the 
inventory assigned fcom the supplier to the intermediary; (2) computing the net value 
of the accoimts receivables assigned firom the supplier to the intermediary; (3) 
deriving a combined value of the two assets assigned fi-om the suppliw to the 
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intermediary; and (4) attaching a financing cost chargeable to the supplier based on 
the combined value. 

25. The method as claimed in claim 24, wherein the financing costs 
comprise at least one of: (1) the net cost of information technology, (2) the net cost of 
warehousing, logistics and transportation; and (3) the net cost of risk, insurance, 
inventory insurance, and accounts receivables administration. 

26. The method as claimed in claim 2 1 , wherein said single 
financial instrument is fiilly negotiable, having a value comprising: 

net value of inventory assigned to the instrument, 

net value of accounts receivables assigned to the instrument, 

net amount payable to the intermediary due to services provided to the 

supplier. 

27. A supply chain system adapted to support a zero inventory 
model of financing, comprising: 

a supply chain management system controller, 
data access and storage means coupled to said controller, 
communications means coupled to said controller and being operative 
to send addressable and broadcast messages, and to receive messages, and 

a plurality of remote communication units coupled to said controller 
via said communications means for receipt of at least one of addressable and 
broadcast messages and for transmission of messages to said controller, said 
communication units including at least financial institution units and inventory units, 
said inventory units being at least one of disposed or disposable at an intennediary 
warehouse site, transportation site or customer site. 

28. A system as clauned in claim 27, wherein said system is 
provided with conditions and/or details of each supply chain process, said conditions 
providing an ability to establish and identify tiie degree of urgency of a condition, and 

wherein said supply chain management system controller is adapted to 
send a message to a specific remote communications unit or plural remote 
communication units related to said condition and said degree of urgency. 

29. A system as claimed in claim 27, wherein said system is 
adapted to permit registration of said remote communications units at said controller 
using unique identification data; and 
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said remote communications units are adapted to send messages related 
to an electronic proof of delivery to any number of additional registered remote 
communication units. 

30. A system as claimed in claim 27, for implementing an 
electronic proof of delivery process with regard to an order for delivery of inventory, 
wherein: 

said controller is adapted to transmit a request for confirmation of a 
transaction status regarding delivery of inventory, 

said remote communications units are ad^ted to receive such request 
and to transmit a reply regaixling acceptance and receipt of inventory; and 

said controller is adapted to notify plural remote communications units 
of the transaction status of said delivery following receiving said reply. 

31. A system as claimed in claim 30, wherein said contiroUer is 
operative to have remote communications units concerned with other related supply 
chain processes, notified pending the broadcast of individual delivery transaction 
status and/or confirmation. 

32. A system as claimed in claim 30, wherein each said 
remote conmaunications unit comprises a processor and a display that is operative to 
display selectable items, said items comprising: 

means to select a delivery order identifier, and 
means to allow said selected delivery order identifier to be fiirther 
coupled with transaction status information, wherein the transaction status 
information includes at least one of delivery order completed, dehvery order not 
completed, delivery order delayed, delivery order pending due to exception, delivery 
order not possible due to recipient not available at location of delivery, and 

wherein said selected order identifier and transaction status information 
is transmitted to the controller and may serve as an electronic proof of delivery. 

33. A system as claimed in claim 27, wherein, said controller 
further comprises: 

means to accept a range of electronic broadcast messages fi-om plural 
registered remote communications units; and 

means for generating in response to selected ones of said messages, 
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electronic commands to direct the flow of inventory from multiple locations to a 
single central location for at least one of warehousing, assembly or packaging. 

34. A system as claimed in claim 27, wherein, said controller 
further comprises: 

means to accqit a range of electronic broadcast messages from plural 
registered remote communications units; and 

means for generating in response to selected ones of said messages, 
electronic commands to direct the flow of inventory, comprising at least one of 
warehoused, assembled or packaged goods, from a single central location to multiple, 
designated locations for dehvery. 

35. A system as claimed in claim 27, wherein, said controller 
further comprises: 

means for directing the movement of inventory from one location to 
another based on the systemic issuance and acceptance of broadcast messages from 
any of plural remote communication units. 

36. A system as claimed in claim 27, wherein, said controller 
further comprises: 

means to generate instructions to direct the movement of inventory 
from one location to another for purposes of at least one of warehousing, assembly 
and packaging said inventory, and 

means to match and generate said instructions based on stored 
parameters about locations that can facilitate the at least one of warehousing, 
assembly and packaging of pre-determined inventory types. 

37. A method of implementing an electronic proof of dehvery 
process with regard to an order for dehvery of inventory in a supply chain involving 
at least an intermediary and one of an inventory supplier and an inventory purchaser, 
comprising at least one of; 

(1) directing the movement of inventory &om an inventory suppher 
location to an intermediary location, whereby said inventory is moved for at least one 
of warehousing, assembly and packaging requirements; 

(2) directing the movement of inventory &om an intermediary location 
where said uiventory is at least one of warehoused, assembled or packaged, to at least 
one designated intermediary purchaser location; and 
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(3) transmitting information regarding movement of inventory from a 
delivery location to at least one other location. 

38. The method of claim 37, wherein said transmitting step further 

comprises: 

electronically transmitting a request for confirmation of a transaction 
status regarding delivery of inventory, 

electronically transmitting a rq)ly regarding acceptance and receipt of 

inventory; and 

electronically transmitting to plural locations the transaction stattis of 
said delivery following receiving said rq)ly. 

39. The method of claim 38, wherein at least one of said steps of 
directing are based on the systemic transmitting and acceptance of broadcast 
messages from any of plural remote communication units in order to facilitate the at 
least one of warehousing, assembly and packaging of inventory. 

40. The method of claim 37, further comprising directing payment 
for inventory in response to said step of transmitting. 
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INTERMEDIARY ESTABLISHES CONTRACTS 

WITH SUPPUERS STATING: 

INTERMEDIARY WILL RECEIVE 
SUPPLIER'S GOODS, 
INTERMEDIARY WILL STORE GOODS 
(POSSIBLY INTERMEDIARY WILL 
PROVIDE VALUE ADDED SERVICES) 
INTERMEDIARY WILL PAY FOR 
GOODS, AND 

* S.UPPLIER WILL PROVIDE 

INTERMEDIARY SUPPLIER'S OUTPUT 
OF GOODS 

OPTIMALLY. INVOICES WILL BE 

ELECTRONICALLY ISSUED 



INTERMEDIARY ESTABLISHES CONTRACTS 
WITH MANUFACTURERS STATING: 
MANUFACTURER GUARANTEES 
PURCHASE OF A SPECIFIED 
QUANTITY OF GOODS IN A STAED 
PERIOD OF TIME 

INTERMEDIARY WILL SUPPLY GOODS 
ON A JUST IN TIME BASIS UNDER 
PURCHASE ORDERS 
OPTIMALLY. PURCHASE ORDERS WILL BE 
ELECTRONICALLY TRANSMITTED 



INTERMEDIARY USES OWNERSHIP AND/OR 
CONTROL OF INVENTORY COMBINED WITH 
GUARANTEE FROM MANUFACTURER TO 
ISSUE A SECURITY 



S4- 



FINANCIER RECEIVES SECURITY AND 
PROVIDES FINANCING ON HIGHLY 
FAVORABLE TERMS 



FIGURE 
1A 
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INTERMEDIARY ESTABLISHES CONTRACTS 

WITH SUPPLIERS STATING: 

INTERMEDIARY WILL RECEIVE 
SUPPLIER'S GOODS, 
INTERMEOiARY WILL STORE GOODS 
(POSSIBLY INTERMEDIARY WILL 
PROVIDE VALUE ADDED SERVICES) 
INTERMEDIARY WILL PAY FOR 
GOODS, 

SUPPLIER WILL ASSIGN ACCOUNTS 
RECEIVABLE TO INTERMEDIARY, AND 
SUPPLIER WILL PROVIDE 
INTERMEDIARY SUPPLIER'S OUTPUT 
OF GOODS 

OPTIMALLY, INVOICES WILL BE 
ELECTRONICALLY ISSUED 



INTERMEDIARY USES: 

* OWNERSHIP OF INVENTORY AND/OR 
CONTROL OF INVENTORY 
ASSIGNMENT OF ACCOUNTS 
RECEIVABLE FROM SUPPLIER, AND 
OPTIONALLY ASSIGNMENT OF 
OTHER ASSETS FROM SUPPLIER 

TO ISSUE A SECURITY 



SIS- 



FINANCIER RECEIVES SECURITY AND 
PROVIDES FINANCING TO INTERMEDIARY 
ON HIGHLY FAVORABLE TERMS 



FIGURE 
IB 
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Figure 2B 
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